Introduction
Investment climate analysis, especially in the context of institutional framework building in developing and transition economies, arouses great interest among researchers. A number of large international projects, such as EBRD Business Environment and Enterprise Performance Survey E-mail address: nershova@hse.ru. 1 The article was prepared within the framework of the Basic Research Program at the National Research University Higher School of Economics (HSE) and supported within the framework of a subsidy granted to the HSE by the Government of the Russian Federation for the implementation of the Global Competitiveness Program. 5  6  7  8  9  10 11  12 13  14 15  16  17  18 19  20 21  22  23  24  25 26  27 28  29 30  31 32  33  34  35  36  37  38  39  40  41  42  43  44  45  46   47   48  49 50  51  52 53  54 55  56  57 58  59 60(BEEPS) 2 and Doing Business by the World Bank Group, 3 are focused on investment climate research and provide scholars with an extensive database of characteristics and indicators for different aspects of the issue which allow comparative studies to be conducted. Thus, in the paper of Hellman, Jones, Kaufmann, and Schankerman (2000), the authors summarize the results of a subset of questions from the BEEPS relating to governance and corruption in transition economies and its influence on the environment faced by businesses in different countries. The issue of entry regulation for start-up firms in 85 countries including developed, developing and transition economies was investigated in Djankov, Porta, Lopez-De-Silanes, and Shleifer (2002) and regulation of labour markets through employment, collective relations, and social security laws in Botero, Djankov, Porta, Lopez-De-Silanes, and Shleifer (2004).
Moreover, since 2004 the World Bank has extended its methodology to regional studies. As far as Russia is concerned, regional reports on business climate have been In recent years investment relations between Russia and Japan have experienced significant development. According to the Japan External Trade Organization (JETRO) 5 data during 2005-2014 Japan's FDI stock in Russia increased 29 times. 6 Despite volume growth, Japanese FDI in Russia also experienced major shifts in terms of structure and technology. The share of FDI inflow into manufacturing industries of higher technological complexity and capital intensity increased significantly. Regional distribution of Japanese FDI is becoming more diversified; apart from regions which have been traditionally attractive for Japanese capital (Moscow, St. Petersburg and the Far East), investment cooperation with regions of the Central, Volga and Ural Federal districts is developing intensively.
However, despite recent progress in investment relations and complementary economic interests of the two countries the level of cooperation is far below its potential. The share of the two countries in the structure of mutual trade and investment relations is rather modest: Russia accounts for 2,26% of Japan's foreign trade turnover and 0,24% of Japanese FDI outflow (in 2014 according to JETRO), while the Japanese share in Russian foreign trade turnover is almost 4% (in 2014 according to the Federal Customs Service Therefore using the case of Japanese investment in Russia we can observe that there might exist particular challenges and obstacles that make Japanese companies reluctant to engage in business activities in Russia. Revealing those obstacles and finding ways to neutralize them may give additional impetus to the development of investment cooperation between Japan and Russia. This paper analyzes the factors attracting Japanese capital to the Russian economy and challenges that Japanese business faces during the process of adaptation to the Russian business environment. The purpose of the research is to reveal and systemize factors restricting investment cooperation development and their roots and to find out possible ways of overcoming these challenges using the strengths of investment ties between the two countries.
